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SUBJECT: INFLATION AS POSSIBLE PACTOR IN ARIAS' DISMISSAL 

REF: MADRID 5171 

1. ACCORDING TO TECHNICAL SECRETARY GENERAL IN MINISTRY OP 
PINANCE, MAY COST-OF-LIVING INCREASE OF 4.58 PERCENT WAS VERY 
LIKELY A DELIBERATELY DOCTORED PIGURE ARRANGED BY MINISTER OP 
PRESIDENCY OSORIO AS ONE PACTOR TO HELP PORCE ARIAS OUT OP 
OPFICE. COST-OP-LIVING INDEX IS COMPUTED BY STATISTICAL 
INSTITUTE WHICH FALLS UNDER PRESIDENCY. FINANCE OPPICIAL 
TOLD US THAT MAY PIGURE WAS PURPOSELY INPLATED BY INCLUSION 
OP PRICE INCREASES FOR BREAD WHICH HAD OCCURRED OVER PAST 
TWO YEARS BUT NEVER BEPORE BEEN RECOGNIZED IN INDEX. BREAD 
PACTOR ALONE, HE SAID, WAS WORTH ABOUT TWO PERCENTAGE 
POINTS OP THE 4.58 INCREASE. PINANCE MINISTRY SOURCE PELT 
THERE COULD BE NO OTHER JUSTIFICATION FOR SUDDENLY CALCU- 
LATING INDEX IN SUCH A MANNER, NOTING THAT OSORIO WAS VERY 
CLOSE TO SUAREZ AND WAS NOW SECOND VICE PRESIDENT IN THE 
NEW SUAREZ GOVERNMENT, ASSUMING TITLE HELD PREVIOUSLY BY 
PORMER PINANCE MINISTER VILLAR MIR. HE CLAIMED OSORIO'S 
ALLEGED MANIPULATION OP COST-OP-LIVING DATA POR SHORT-TERM 
POLITICAL PURPOSES WAS COMPLETELY IRRESPONSIBLE INASMUCH AS 
THE RELEASE OP SUCH A PIGURE ONLY TENDS TO INCREASE 
SPECULATION ABOUT PURTHER INFLATION. 
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2. COMMENT: EMBASSY PREVIOUSLY REPORTED THAT RELEASE OE 
COST-OE-LIVING DATA WAS ONE OE ECONOMIC EACTORS WHICH 
CONTRIBUTED TO ARIAS' REMOVAL, TOGETHER WITH OTHER EACTORS 
OE A POLITICAL CHARACTER. WE HAVE NO WAY OE VOUCHING EOR 
THE STORY, THOUGH IT IS REPRESENTATIVE OE THE KIND OE 
BYZANTINE POST-MORTEMS NOW IN VOGUE. AT ALL EVENTS THE 
RELEASE OF THE STATISTICS REVEALS EITHER AN IMCOMPREHENSIBLE 
LACK OE COORDINATION WITHIN THE OLD GOVERNMENT OR, IN LINE 
WITH SOURCE'S INEORMATION, A CALCULATED MEANS OF DIS- 
CREDITING VII EAR MIR AND ARIAS. THE IMMEDIATE PUBLIC IMPACT 
OP THIS INFORMATION WAS TO DEEPEN PEARS ABOUT THE GOVERN- 
MENT'S ABILITY TO CONTROL INFLATION WHICH DID NOT 
LIGHTEN THE TASK PACED BY THE NEW GOVERNMENT IN COMING TO 
GRIPS WITH THE PROBLEM. 
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